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one of the most turbulent periods in the history of world
economy. At the very beginning of the century we witnessed
the so-called dot.com bubble and the subsequent turmoil ori-
ginated from US economy. The most destructive financial
crisis in recent history and sovereign debt turmoil has had
enormous impacts on both developed and emerging econo-
mies. Certainly there is not a single factor to blame, however,
excessive leveraging, lack of appropriate regulatory and
supervisory framework in financial markets, poor risk man-
agement practices and the inconsistencies observed (such as
animal spirits as described by first Keynes and later by Akerlof
and Shiller) in decision making of investors, managers and
rule makers, all appear to have a prominent role.
One of the crucial outcomes of this crisis is it helped us to
see the vulnerabilities of the financial system and the defi-
ciencies of mainstream economic theories. As respect with the
vulnerabilities prevailing in the global financial system, the
crisis showed that there are obvious deficiencies in the existing
macro-and micro prudential regulatory framework, which
resulted in poor risk management in financial intermediaries.
Moreover, non-appropriate incentive mechanisms together
with the interaction between market players and herd behavior
of investment managers gave rise to excessive risk-taking.
The recent financial crisis has led to concerns about
mainstream economic models, as well. These economic
models usually depend upon the basic assumption that the
markets are at least informationally efficient so that any abrupt
over-or under-reaction will diminish through the supply and
demand mechanism in time. However, the reasons underlying
the current financial crisis made it obvious that an attempt to
understand the dynamics of today’s global financial markets
without taking the psychological and ethical sides of human
nature in to consideration could give rise to misleading anal-
yses. The latest crisis proved that the well-informed investors,Peer review under responsibility of Borsa _Istanbul Anonim Şirketi
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their decisions whose adverse impacts could be long-lasting.
Moreover, in contradiction with what rational expectations
suggest, crises tend to repeat themselves again and again
following almost the same dynamics: Irrational exuberance
periods fueled and provoked by monetary expansion (both
inside and outside) leading to a Minsky movement, collective
manias, mass panics and systemic failures. This might be the
most striking aspect of the crisis.
Let us hope that “this time is different” and these devel-
opments are to trigger a profound wave of paradigm shift in
economics. An elaborative analysis of the lessons should be
taken from the recent developments to predict the evolution
mechanism of the global financial architecture and at a time of
continuous innovation and global interactions, we have to
develop more realistic view of the economy and financial
markets.
From this perspective, academia, by no means, has
important responsibilities in revisiting the theory and review-
ing the global financial system. Studies provided by acad-
emicians will extend our understanding of this transformation
in global financial system and shed light on the way towards
reforming the vulnerable parts of it. As pointed out by Man-
delbrot and Hudson in their famous book of the Misbehavior
of Markets, financial economics seems to be in its very initial
stage and needs very detailed fundamental research. Without a
question, academic journals play a significant role in dissem-
ination of such knowledge.
We, as Borsa _Istanbul, have always attached great impor-
tance to research and development and benefited from it in our
policy making decisions to a large extent. As being published
quarterly since 1997 and fully supported by Borsa _Istanbul,
Istanbul Stock Exchange (ISE) Review has been a pioneering
journal in Turkey in this regard and presented works of dis-
tinguished academicians in economics and finance. In line with
restructuring of Turkish capital markets and the vision of
becoming a global financial hub, we aim to take our research
activities one step further to international level. To achieve that,
with its new name Borsa _Istanbul Review (BIR) is now pub-
lished by Elsevier and will include works of academicians from
all over the world. The journal will cover areas including
financial markets and institutions, financial economics, investor
behavior, Islamic finance, financial centers and marketting by Elsevier B.V. Open access under CC BY-NC-ND license.
2 Foreword / Borsa I_stanbul Review 13 (2013) 1e2structures, corporate finance, recent economic and financial
trends. BIR will hopefully be an international platform for
creation and exchange of new ideas and development of sol-
utions for challenges that we face in financial markets.
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